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Dr. Eaton, Menbems of the Commlttee:

As this 1s the first formal appearance of any member
of the Central Intelligence Agency before your Commlttee,
and as the Agency 1s a very new one, perhaps 1t might

be best if I sketch very briefly what the Agency 1s supposed

-

“to do. A
By Executive letter of 22 Jenuary 1946, President
Truman established the National Intelligence Authority,

conslsting of the Secretaries of State, War and the Navy &é:b

and his personal representative, Admiral Leshy, to direct

—taladls Koo 0 e Samic dof
the activities of the Central Intelligence Grougﬂ This ‘

arrangement continued until the passasge last surmer of the

National Security Actof 1947. That Act established a

!

National Security Council, the function of which is to
\advise the President on the integration of foreign,
domestic and military policles relating to the national

security. The Council is to be presided over by the
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President himself, or by any member he may desigﬁate.

Its menmbership 1s composed of the President, the Secre-
taries of State, Defense, the Army, the Navy, the Alr
Forces and the Chalrman of the National Securlty Resources
Board. At its first meeting, the Councll passed a
resolution that the Director of Central Intelligence
should be present at all of 1ts meetings. The National
Secﬁrity Act of 1947 estgblished the Central Intelllgence
Agency directly under this National Secﬁrity Council
which has general authority for dlrecting the planning,
development and coordination of all Federal foreign
intelligence activities., The Central Intelligence Agency,-

therefore,. replaced the o0ld Central Intelligence Group.

afccasw TS
ﬂﬁmamheﬁﬂ-eecasiana&ijﬂgag_ﬁisapprehensiongqregarding

our position in the Governmenﬁ)and I have given you this
1ittle background so that you maey see that we fall neither
within the State Department on the one hand, nor within

SECREL
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National
the/Military Establishment on the other, but come as an
independent agency immediately under the direction of the
National Security Council.
also I Unanonan,

I woulqnlike to saghjust a few words about our
functions, as it may help to indicate them prior to your
questioning.

The National Security Act sets forth the functions
of the Agency, as Congressman Judd can tell you, for he
was of the greatest assistance in drafting this part of
the law in his cspacity as a Member of the House Commlttee
on Expenditures, di)ﬂéfare greatly indebted to him for
his careful thought in this matter last swmmer. In dis-
cussing functions, let me point Out‘that the jurisdiction
of the Agency is xixmmgix strictly in the field of the
forelgn Intelligence activitles of the United States.

The law specifically provides that we heve no Fmrkxdtwickm

police or lasw-enforcement powers or internal security

SECREL
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functions, Nor do we want anything to do with the domestic
plcture. That is strictly wlthin the jurisdiction of the
FBI. I cannot emphasize too strongly the fact that
Central Intelligence deals only with the forelgn intelli-
gence activities of the Unlted State.s. |

Secondly, I want to emphasize, in comnection with
functions, that we Iy Intelligence to the President,
the Secretarlies of State, Defmnse and other high officlals
of' the Governmenf who need this information to formulate

policy. But ocur Agency does not make pollicy, has nothing

to do with the making of poliey and should have nothing

to do with the making of policy. We are strictly a fact-
finding orgenization. Any Iintelligence agency ’which seeks
to meke policy itself will soon be slanting all of its facts
toward the policy which it seeks to achieve. So in respénd-
ing to your Chalrmen's invitation to aﬁpear before your

Committee, I wish you would bear in mind the fact that

any information which I give ie the facts as we see them
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an”’
and noEAattempt to uphold or oppose any given polic§ or

point of view,or predilection.

Finally, I would point out that our primary func-
tion 1s to coordinate the forelgn intelligence activitles
of the United States with an eye to preventing over-
lapping énd wasteful duplications. By sgreement with
the various sgenciles, we are attempting to assign the
correct intelligence functions to the proper agencles.

In other words, the intelligence staff of the Department
of the Army should be concernéd W1th mlilitary Intelligence
rather than political or economic intelligence. The
intelligence staff of the State Department should have
as 1ts primary mission politicsl and economlc intelligence
and rely upon the Department of the Army to furnish 1t
with such military intelligence as 1t would néed in
reaching its decisions. Similarly, with the Nuvy, =nd-
dand olors.

the Alr Forcefj/\The coprdination of these Intelligence

activities will go a long way in eliminating duplications
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end insuring that the right departments and the right
people have the right information at the right time.
Now, where does thls Information come from? In
the first place, 1t comes from all of those overt col-
lectors in the field, such as the members of the Forelgn

»

Service, commerclal attaches, asgricultural attaches,

military abrbohod, naval, dbfaelles, and air attaches.

All of these people are continually pouring back into
o 4

whlch thef® departments need for thelr dey-to-day opera-

their- departments vast quantitles of infomation/

tions in thelr normal spheres of activities., Thils
material we call departmental Intelllgence.

The second great source of j;zla‘selligence informa-~
tion are the untold volumes of materlal which comes
from books, magazines, technleal and scientific surveys,
photographs, commerclel analyses, newspgpers, radio

broadcasts and general information from people
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knowledge of affairs ebrosd. The quantities of this
materlsl are staggering, and what 1ts processing requires
in the departments where the basic research is done is
long, hard, careful and painsteking application in digging
out the pertinent material from the maess. It involves
the process of systematic and critical examination of
information for the purpose of determining its usefulness,
credibllity and accuracy. It involves the process of
synthesis of the particular 1£telligence information
with all availsble related material. It involves the
process of determining the probable slgnificance of
evalusted intelligence. I stated before that all of this
materisl which comes back to the appropriate departments
is used by those departments 1n developing that_gg£§;§;

mental intelligence which is necessary to them for their

day-to-dey operations. This material,eomes of importance
to Central Intelligence in our preparation of national
intelligence. National intelligence 1s integrated
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departmental intelligence which covers the broad aspects

of nationel policy and national security, 1ls of concern

to more than one department or agency and transcends the

exclusive competence of & single department or agency.

The Director of Central Intelligence 1s charged with

the production end dissemination of natlonal intelligence.
I have stated above what are the main sources of

this intelligence, namely, the material returned to thils

country by the Forelign Sewvice and the attache system,

and the palnsteking, teeth-pulling of informstion from

masses of ava,ilable meterisl. This supplies sbout 75%

of our ‘informetlion. Included in this, I might add, is

| 5

the monltoring of foreign volce radie comprising newswé'—

kroadcasts and propaéanda broadcasts from abroed. This

continues to be an incressingly impprtant sourcé of’

information. We monltor about two mlillion words a dsy

and turn out a dally booklet of the most important

material, coples of whlch are furnished to your Committee
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and potentials of foreign countries

dally. With 75% of the plctur owing the cepabilities
there are still gapé
end omissions, and to f1ll these we must resort to
clandestine and covert methods. These are over-publicized
and over-dramatized, but unfortunately are also quite
necessary. Thi%415% brings our total knowledge up .to
approximately 90%. At this point, by deductian; we can
get perhaps 5% more. The final 5% is most probably
unsttainable as 1t conslists of Ideas and policies not
even formulated, exlsting only in the minds of the leaders
of countries sbroad. However, the 95% we do have should
glve within narrow limits the potentisl, the capabilities
and the probable and posslble intentions of our targets.
Ihave glven this background, Mr, Chalrman, so that
in this, our flrst appearance before your Commlttee, you

might know exactly our position in the Govermment and what

we are trying to do. I would like now to pass briefly to

8 very general statement on world conditions as we see
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- 10 -
them. I do thls with the grestest humllity, knowing that
what I say is the resui%?gf my personal conclusions, but
rather the result of the long and laborious and palns-
taking work of the members of'mw Agency in exercising
| what to them i1s a solemm trust, namely, of Placing the
best&gg;;;;;;1851§§§§§§i} before those who have need of
it. In my judgment, no one has more need of information
in these tryling times than the Members of this Commlttee,
on whom-rests in part decislons which will affect the
future not only of all of us, but the entire world for
yéars to come. I might say parenthetlcally that those
products of your Committee which I have seen have been
wonderfully good, and have been eagerly sought by my
staff. I am almost embarrassed by the number of coples

which have been necesssery for us to request of Mrs. Bolton's

Sub-committee's magnificent study of hérld Commmuni sm.

SECRET,
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The grave situation in Western Burope presents a -
pleture of two glgantic confllcting for&es. On the one
hand wehave the Unlited States seeking to promote the
recovery of Western Europe by economic support aend sgid
to those countries in the Marshall Plan area. On the
other hand we have the over-riding objective of Soviet
policy, which 1s to defeat the European Recovery Program
wilthout Incurring the risk of war. Russigy is seeking
to defeat this Program because 1t knows that its defesat
willl mean the type of ultimate chaos in Western Europe
which will be fertile ground for the breeding of
Commmist domination. By any show of power short of
war, the Russians seek to highlight the futility of
democratic action, which of course they lump under the
heading of Fascism or Right-Wing E%adtion. In the
furtherance of thelr aim to defeat recovery in Western

Europe 1n the last fortnlght, they have taken Czechoslovakila
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by quasi-legal methods, evidently feeling that nelther
time nor the.electoral process in Czechoslovakia would
be on the side of the Soviets. They have made demands
on little Finland for a mllltary alliance, and Finland's
economic and geographlc position is such that their's:
can only be a delayling tactic., The ﬁgggg;;;y Soviet
target is the Italien elections of 18 April. Anﬂ:lgg;fD
1s a target which merits our most serlous consideration.,
Italy appears to hold the key to Commmunmist prospects of
disrupting the European Recovery Program. Here the
Commmunilsts have the best chance of regalining admlssion
to the govermment through the electoral process, or,
should they lose, of over-throwing it throﬁgh armed
insurrection. Followlng unsuccessful probing experiments
with political strikes in France and Italy in December

1947, the Ttalian Communists abandoned political strikes

and now appear to be meking a determined effort to win

a plurality for the "people's block"™ in the Aprilelections.
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Were the elections held todsy, the Conmmisﬁs would
probably faill in this objective., A further reduction

in rations or the fallure to Ilmplement ERP prior to the
explration of the interim ald grant on 1 April, might
give the "people's block” a plurslity in the new assembly.
In any event, the possibilities of the “people's block",
Bommunists and Left-Wing Soclallists, securing an embarrsss-
ing percentasge of the assenbly seats to an extent which
would meke thelr exclusion from the govermment lmpossible,
is one which must be faced in your deliberations., It 1is
probable that a Commmnist Insurrectlonary attempt\ if made\
will not take place until after an unfevorable election-
result and in eny event wlll occur only on orders from

the Kremlin. The Itallan government's capabllities for
putting down a general insurrectlon remsln uncertain unless

in the meantime the Itallan armed forces are adequately

equipped and supplied.
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Anything spproaching s Commmnlst Victory in Ttaly

might have serious repercussions in Frence. The 1life of
the Schuman Governmment 1s pecullarly dependent upon the =
success of 1ts financial measures and upon the timely
passsge by our Congress of the European Recovery Pfogram.
The French Commﬁnists s3t1ll possess the capabllities of
retarding French economic recovery through strikes and
ssbotage, but 1t now seems probable that they wlll sub-
ordinate any plan for serious disruptive actlvities to
the exlgencies of the Commnist program in Italy,unless
dissensions wlthin the present French Cabinet should
provide them with a fbrtuitous opportunity. The present
Cabinet in France has probably survived the devaluation
and other crises only because nelther the Socialists nor
the deGaullists were prepared to face the consequences of
the over-throw of the present governmment.

In Germeny the USSR has continued to consolidate

its control in their zone, and at the present time have
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eliminated practically all opposition to the hand-plcked
regime which they have installed. Much hope for Buropean
recovery rests upon the reéovery of the Western Zone of
Germany, and unless the food shortages are qulckly
alleviated, the continued strikes may seriously affect
industrial production. In Austria 1t appears, st the
present time, that the USSR will protract negotiations,
at least untll the prospects for the European Recovery
Program are more clearly defined. They wlll seek to gain
concesslons on other outstanding lssues fram‘the Western
allies and the Austrian government.

As far as it can be estimated by us, there are
four factors on the side of the West which might affect
Soviet policy, particularly in Western Europe. The first
of these 1s the unlikelihood of sn imminent economic
collapse of the United States or our reverting to the
doctrine of isolation. The second, gﬁé Indlcations such

]
as the report of the Presldent's Alr Pollcy Committee
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and the statements before Congress concerning the
alternatives to the-European Recovery Program’that a
continuatlion of present Soviet policles wlll lead to the
rearmement of the United Statés. The thlrd, 1s Bevin's
propossal for a European unlon, with its implications

of a Western block bound by mllitary as well as economlc
tles and supported by the ﬁS. The fourth, 1s the basic
economlc weakness of the USSR relative to the US in terms
of military potential for a global war.

In turning to Greece one should note that the
support to the Greek rebels by the satellite states 1is
belng openly menifested in vitriolic propaganda against
the Athens governmentaandAits "imperialistic"” US
supporters and in public drives to collect clothing and
supplies for what the satellites term the "democratic"
army. There are further indications that greater satel-

lite military aid will be forthcoming, particularly with

reference to the supply of technical equipment. While
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the guerrillas have made no recent attacks on the scale

of the battle for Konltsa in December, they have retained
tﬁe offensive and have made .sharp attecks over wide areas.
The army of the Greek government, hampered by winter
weather and uncertalnty resulting from recent changes in
the high cdmmand; has remalned on the defensive. Stronger
guerrllla attacks mey be expected before the Greek army
can begin a spring offensive. In Athens intense partisan-
ship, deplte the continuing national denger, renders

uncertain the stabllity of the exlsting coalition goverm-

ment.

(NOTE TO THE DIRECTOR: Do you wish to add some-
thing about Turkey? There is nothing in CIA 5 on this
Sdbjeét, but the Commlttee wlll be interested due to
Secretary Marshall's request for funds for ald to Greece

and Turkey).
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Due to- the steadfast manner ih which Tran has
sided with the US in the past, I think it of interest to
point out to the Commlttee that Iranlsn Leftists and
Natlonalists hostile toward all forelgn :Lnflueﬁces , are
currently attempting to undermine the US Gendarmerie
Mission, opposing the acceptance of US aerms credlt and
agitatj_ng for the recovery of Bshreln. Intensified
Soviet propaganda 1s attacking the American mission and
arms credilt as dangerous both to Iranien Independence
and to Soviet security. Sovliet propaganda is also
featuring the "deplorable" conditions In Azerbai jan.
Iinder these pressure;s the present government, fearful of
Soviet displeasure, 1ls tending toward a policy of balance
between the US and Russla, which mey lead to a reduction
of American Influence and thereby to the promotion of
Soviet objectives, (NOTE TO THE DIRECTOR: This was
wrlitten 12 February. Has there been any change in the

last month?)
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(NOTE TO THE DIRECTOR: The one péragraph in CIA 5

concerning Chins 1s too measger to use for drafting. From

the material on Ching and Korea which gave %g%]

you, could you outline what you wish to include in this

statement?)

In concluslon, I would like to touch for a minute
on the general subject of world economtc conditions. The
production end the distribution of essentlal commodlities
are likely to continue to lmprove 1In mosﬂ couhtries of
the world in 1948, notwlthstanding the probable recurrences
of political and other disturbing Influences such as those
experlenced during the past year. Impliclt in any economic
analysls 1s the stebillizing Influence of the sdoptlon and
implementation of the European Recovery Program., The over-
2ll world Froduction of foodstuffs in 1948, assuming average
weather conditlons throughout the remainder of the growlng

and harvesting season, will be significantly greater than

b REL,
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in 1947 and should reach the equivalent of the annual
average for the perlod 1935 -- 1939. Production on a
per capita basis, however, will be somewhat below prewar
levels, In the Marshall Plan countries of Western Europe,
cereal grain produétion 1s expected to increase more than
11,000,000 metric tonms, or 21% ebove the 1947 harvest.
Considerable progress has been made in rehsbilitating
fishing fleets, particularly Iin Western Europe, whlch
will result in larger fish catches in 1948 then in 1947,
Steel production should continue to expand in all
countries in 1948, as compared with 1947, but worldwide
requirements for steel wlll continue to exceed avalla-
bilities.
World coal production, although expected to be
larger than in 1947, wlll fell short of requirements.
Moreover, bottlenecks in transportation will interfere

with coal movements In some areas.

. 1 .
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The extraordinary post-war demand for petroleum will
continue through 1948. OCrude oll production ls expected
to inerease by as much as 10%, but avallebilitles, while
probably adequate for most essentlal purposes, will fall
short of total requirements.

Rubber mupplles during 1948 will be sufficient to
meet world demand. Recovery of crude rubber production is
rapldly resching the stage where continuation of synthetic
production in the Unlted States remains lmportant only
from national securlty considerations. Fertilizer
nitrogeh wlll continue in short supply throughout the
year, but new facilities, which are expected to come into
production durling the year, should meet world requirements
for other basic chemicals.,

There 1s little prospect, however, that world trade
can shift from rigid controls to multilateralism during

the coming year. Most countries of the world have little

or no gold or hard currencies and will be forced to restrict
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thelr lmports to the amount of export earnings plus loans
end gifts. The result will be smaller volume of US
exports in 1948 as compared with 1947. The principal es-
cape from an even grester degree of bllateralism lies in
the possibility of Iincreased US imports and the provision
for off-shore purchases in the European recovery and
other forelgn ald programs.

(NOTE FOR THE DIRECTOR: In discussing the above
economlc developments, it 1s possible that we are leav-
ing ourselves open to a request for tables of world

what
supplies in each product and - onr estimate mx% of/the
1948 production will be. However, we can explain that we
rely on other Government agencles, barticularly State and

Commerce, for these flgures and in all probabllity the

Committee already has the best estimstes avallable).
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